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1. Gotablishment and purpose. Yhe Mandelsorganigntion (HQ) rns & chain of
gtate-ommed alores and restaurants selling scarce goods uvarationed but at
high prices.- The establishment of the corganization wes pushed by the SMA
ear}y in 1948, but it was fought by the DVK, the SED, and the FOOB. Finally
n 22 Cetober 1948, Heinrich Rau, president of the DUK, delegeted (eneral
E‘umt Ginther Purmeister to set uwp the new organizabion, and the SHA ine
structed the verious ministries for trade and procurerent to places stores and
restanrents ab the disposal of the H) by amplicziion of the claims ordnonce
(Anforderangsverordnung} analagous to the power-of-stote laws (Relehsleistungs—
gesatz). The compensation provided for in the claims ordnance was paid by the HO
without any court action. Compensation was mode "within the law®, that is, the
approximate value, on which payment was based, was determined by pre-war ctandards
without concern for new prices or for business loss.

25X12. | | the primary purpose of the HO is to extend socialization to
the commercial sphere. For this reason, the HO is a permanent crganizadion, wiich
should in time absorb all privately-cmed commercial firms, The eventual incor- '
poration of the congumer cooperatives into the 1D is also being digcussed in the
SHE and in the Central Seeretarlat of the SED. Secondary purposes of the I
are as follows: to make possible the sventual eliminmation of vabtioning as
nricas for HO goods gradually drop and demend for then cecordingly increases;
Wy moens of its hiph prices to absorb bthe surplus woney {(Geldftberhfinge) in
the Soviet Zoney by its price policy %o foree down black marlket prices.

A Administration. According o the statute of‘ the HO, confirmed by the DK
secrotariat and publ wheri in the INK zazette of 7 December 1548, the HO
econsiets of an Execcubive Comitiee (Vorwaliung sr-.ﬁ.) and a Business Administrg-
tion (Geschiafisffhruag).

a. Execubtive Commitise

Chairman s, Greta Buckheff, membur of the VK secreotariat
Denuby Paul Canther-Gillmamas (CDU), chalrman of the IiHts
Hain Administration for Trade and Procurenent
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t Rumpl and Dr. Steiner, both
ol whom play 2 important role in the Executive Comaitiee

¥ain Administration for'the Food Indusiry

Mein Administration for In orzonal and Foreign Trade

¢ Be:homic Planning

Hain &dwinistration for Liclv Industry

Deputies from:
FDGB (Scviet Zone trade unisn orgavization)
DFB (Women's League)
FDJ (youth organization)

Representatives from the varic.s LEnder:
Marohn (Earl Maron ?), Dsiin Magistrat
Dr, Schevmann (sic), Mir/sterial-Direktor in Brandenburg
Wolf, Ministerial-Direkiir in Ssxcny-Anhali
Gaunl {(Gaul or Gaull ?}, Ministerial-Direkiv: in Mecklenburg
Dr. Georg Kmabe (CDU), “inister ir Saxony
An Cberregiermmgsrat f7:m Thuringia

b. The Buslness Admindistration

Chat roans Parl Baender, % 15 April 19LG .
Hamemn Streit,x 1 Jonvary — 17 Aprdl iShy
Erast(inther Burmeisber,+ 22 Oc obar - 31 December 19LE

Director of Purchase
and Sale of Indastris:

Commodities: 1 2o épechﬁ, 1 Jmuary 1949 -
lepuby: ’ en. Harmfig Fs

Mrector of Purchase wd B : \
Sale of Food and ' ‘
Restaurants: Gen, Schl8r,+ 1 January ISL9 -
(In October 1549, expected to be relievsd in
: - the near future becanse of incompetency)
Deputy: Schéne, whe actnally runs this departaent -

Director of the Suv.retariat
and the Orgzanimation s X
Departments Dr. Raphael,# 15 April 1919 - :
Ernat-Giinther Busmelster,+ 1 January - 15 April 1L\g

Chief of Persranel: . Seiffert
Teputys rs. Liders «

Chief of Cothrol .
Sec!io Gern., Helmal Franie (SED) :
(Actus. Ly this section is run by Dr. Raphael, Director o the Seerve.
tarist and the Organization Depariment.)

Finasnce livector: Hageck

Chiel of Planning
foctio

Schulize «

Approved For Release 2003/12/22 : CIA-ﬁDP82-00457R00420051 0006-7



-’ . Approved For Release 2003/12/22 : CIA-RDP82-00457R004200510006-7

25X1 S —

. 25X1A
- CENTRAL INTELLIGENCE AGHNCY :
a3
o nch Offices T the HO
Serlin: Direstor: Gen. Marchos

2nd Bugi 288 LEstaw
blishrrnts Director: Gen. Hiegsch s

Brawienb, g: Director: Gen. Dr. Starmler, # who will take office after
Burmeister resicns

Saxory- :2halt: Director: Gen. Ahrens

Thupin la: Director: Gen. Adam Doetsch
Dwraty: . ir. Christiansen %

Seyay: Mrcetor: Heinz Siegers #

1.eklenburg: Director: Gen.Hess
Deputy: Hertens

L. 4recough the HO is incorporated under public law, which gives the DUWK final
..thority over the HO, actually all decisions of any significance are made
2y the SHA. Through its loeal SMAts, the SMA has built up an information service
on all [0 problems, so that very often Karlsherst is informed more quickly
and more completely concerning events jn HD stores and restaurants than
the HO administration itself in the DWK. This results in frequent clashes
between Kawlshorsh and the DUK and the HO central office.

Tocal SHA officers who direct the I0:

Berlin Lt Col, Gubkich
. Brondenburg Haj. Nermov

Saxony-Anhalt Capt. Rabinski
Yecklenburg Lt. Col. Lykov

Harlshorst officials concerned with 10 affairs:
| Two SMA departments, which vie with cne mnother for authority
over HO:
Finance Department, waich usually has the declsive authority:
Waletin, Sitnin. and Kobrin.
“rade Department: Drofs, Shumlin, and Solovelt ,

Churwachov, SMA depuby econcwmic advisor and
Kovalk, economic advisor, who are aver the two above-menticned
departments.

5, The HO is also upofficially directed by the 3ED Central Secretariat, princi.
sa1ly by Valter Ulbricht, and under bim the head of the Eeonomics Divisgion,
i Stoph, and the director of the Trade Division, Kurt Tolf. The SED
exercises conbrol throush the HQ's Fersonnel Section and its Comtrwl
sticn, both of which are manned as far sas possible with SED menbers.,

The Control Section, whose members are chosen for thelr political leanings
ther than their prafessional compebence, hes in several cases mede accus
sions wnich were later exposed as unauthoriszed in orderly court procedure,
hut only a pardial restitution was given to the parties conceraned sime zuch
s were looked upon as & defeat for tre S7D. The methods of the Conbrol
sion have lead bo a general feeling of insscuriiy among all of the
25,000 HO employezs. In the Persomnel Section, not only does the private

00 informaticn ssrvice check every candidate Tor any kind of position very
slesely as to his political leanings, but the mumercus perschal records of
avery candidate fer a pesition about the level of salesgirl or cleaning woman
ars Torwarded to the PPA (Politischer Pritfupgsauvsschuss -- Political B

mation Comtititee) of the appropriate SED Landvorstand, who has fingl aulhority.

e
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Oriendlty is vhat the Ruscians have always smarded o bigher price frow the
ticrmar public ther was proposed by the Germa: gtores, which have been more )
avare of the .chtual situation. hen in Marel and adril 1949 ‘there was &
gharp drop ir sales because of the fact that ‘he excoss buying pover {Kauf-
keaftiiberban:)  had already been skimmed off, the Gelwan agencies propused.
a drop in HO orizes of O - 50 percent, but tl» price \rop authorized by
1z SMA on L May amounted to an avergge of only 20 per.ni. T'”m,n Lhis
vice lowerdy proved insufficient, the SMA .orciréd anothi« price drop on
11 July 19Lg, and after this the HO price level omeunted W azbout 55 porcent
of the pric.s denanded when the BO opened ite £i..7f stores 21" vegtawra:is
sa 15 Moversey 1SL9. In the second half of Septem »r the sale o* manulac-
“ured good had 1 owed dovn because of the unfoundcl opinien tha 4he HO
wight dror its prices in the immediate future. This umoy -was basi’ on the
wromise moe at the time of the estal:lishmens oi the 10 that ‘withil 4
» ond t half KO prices wovld be pradually cropped uadil they reac..qd the

sl £is.1 for rationed goods, bul lack of merchands.se ‘makes the ful")Iment
I thig = omise irmom‘lb)e, i

N The »»110-.) figures t¢ be reached by the 10! are predeteriined
o 6’1 s Made by the IWK's Main Administration for Finance and approved
Ly the SMA. The criginal plan snviseged 2 sales twrn.over of 3 6 billon
{11124 den) Dt for 1");9, but in the first ausrisr o' 1949 it was prowvin
tnat 1.8 figure cowld not be reachod boeouse of the so3sibility of pubtin
on 82 . goods of corresponding selling value. Accordi:iy. in March 1949
ine sles goal for I9L9 was reduced to 2.k billion for the yvear or 200
wild on ver moath. By the end of Seplember 1949, the plen for the f*r.at
thire s quartel* had been fulfilled 111.5 perc‘cnt The perwenbage of e
gon’ assigned to each Laad and the percentagh of fulfilivent by each iand
is & follows: .

Share of total Parcenbage of Mnn_faotufpd Food Restaurants

HO turneover Iand's goal goods
fulfilled:
prin | 20F 98.2 9 77.3 % 15,88 96.7 %
T endenburg 12z 5 2. % 76.5 % 103 % 1h8.0 2
¥u:llenburg 10 % C100.7 % h.5 & Vi1, 689
- &t ROy —- )

Anhalt 8 % 308.0 & M3 % 0 W3Lng 6L 4
taony 28 % 130.7 % 0.5 - 2075 % 63,2 9
Tauringla 129 109.0 % 70.7 % W78 107.7 %
Zoms total 100 115 & 6.7 £ W65 10L.8 ¢
Tyery salesgirl and waitress in an HG estab dishment has a poal set ‘or bher,

and if her individual eales effiejency over a two wonth ueriod does not
ot this oblignitiony she is dismissed for incompetency. Cn the othe- b
~; nusen are paid for seles above the geel in restawrants, and 1% Is plaw
ti: inengurate the same sysbtem in the steres. .

i
T
v

Finzsce plan, The HO conducts its business with its own capital of ‘J.B()
iioa Dri-east, placed at its diepseal by the Deubsche Notenbank atb the
visance of the DWK, This amcunt is alldbiod eg.clus:&.w:iy for salable  goods
(vrremmlanf) and defraying cverhead eipenses. Over and above this, ,hf

17 has pecsived a loan of approvimately 100 million UHeeast from th:
cautsche Tnvesbitionsbank for investmente. This loan must e paild back o
tha bank with 15 percent annval (211 jihr ,s.chJ interest,

wery day the HO « tm‘ea and restavesnts moad  deposit their tobtal d:—m 15
oceeds Lo a speciz) account in their local bank, which i

tiis money to the Linder fmissionse und Civobanken. Thers the
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Tn the SED Central Secretariat., control over Y0 po
cised Wy fling asd hatimann of the PPA. Genss
PPh, is top. awthority in Pousdam.

lommodity procurcment, HO procurement prlans for industrial comaodities must
be drawn Up quartarly by Schwuck, mein division director in the DWK'S Main
Administration for Trade and Procuremsnt. These plans must then be approved
by the SMA, to whom the HO must also report every two weeks on its currend
fuifiliment of the guotas set. Since, hewever, up wntil autwmn 19L9 the IVK
has not been able to include the HO in its industrial production plans for the
Soviet Zome, it has not been pessible to fulfill the HO procurerment plans

Y actual commodity purchase. The HO has been able to obtain some wisold
nmerchandise from 4he export companies, bubt this consisted largely of lowe
quality goods dumped ¢n the HO at exorbltant . prices. During the firgt

three quarters of 1949, the HO was able to purchase only L0 percent of the
goods assigned to it on paper for this period. Included in this figure are
mzay low-quality pgoods which the HO bought because of the pressure of the
£1f11Iment reporis required by the Russians. Accordingly, a very large smount
of unsalable merchandise remains in the HO steres, and in October 1949 it had
not been determined in what manner this merchandise cculd be soll. This
eongists largely of inferior-quality textile poods. and bousehold merchandise.

fn the middle of September the INE prescnted a plan to offer this unsalable
inferior merchendise to the still remaining private businesses, which have
hzd no further alioiment of roods for at least twe years and have been at~
tempting to exish on the sale of cheap merchandise, The IWK expscis that the
privete merchants will make considerable use of this opportunity wo acquire
goods, although the intention is to deliver the merchondise at about double
the normal sellinz price. Since most of ‘the private firms do not have the
funds to make purchases of this kind, the DVK is prepared to direct the

‘Lénder Dmissions- und Gircbarken to give credit at substentlally easler

terms to private businesses for these purchases. The DWK caleulates jhat
because of the hish cost of these gocds to the morchant the prices which -
wprivate business wuet demand for these goode will be westrictive despite -
the fact thad the goods can be suld without ration points. Accordingly,it
in expected that the private firms w1l nob be able to fulfill their credit
noligations, and :n excuse will thus be provided Lor the government o
sonfiscate them. .

The food required by IO stores and restaurants is derived chiefly from the
increase in the Germman harvest. Laxuries such as coffee, shocolate, cccna,
stc. almost always have come fronm stocks coniiscated by the Russian. ov
German agencies and delivered exelusively to the HO. Becently the EO also

© pequired the large luxury store in Pirna, previously used by the Yugosiavian

Military Commission for its exbensive blackmmrket activitles legallzed by
the Russians until the difficulties arose bebween Tugoslavia and the USSR.
The shortage of food items in the regular stores in ths Soviet Zone is such
Hhat the HD has no difficuliy selling its groceriez despite the high prices

over to importing from western

ry all high-tuality shoes and modern-styled women®s clothes. Since
Soviet Zone produetion of both these items repeined so low that hardly any
goods were to be obtained from this source, and at the same time the rise of
this business in the west could not be concealed, the SMA ordered the pur-
chasing of a certsin amoust of this hiph-quelity west German merchandisz to
¢ the people of the Soviet Zone the illusion that these desired ariicies
e alse on sale fyom Sovieb Zone production,

~ices. In every case, {imal approval Tor prices sust be received from the
“¥irance Depariment. The inelasticiiy of prices resulting from this pro-
e has 12d to the loss of aboub 500,000 DM worth of merchandise, pavti.-

£l
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Aivided up eveyy ten days uy the HO branch t Tfices. Tp to 23 May 19L9,

date of bthe first general fall in peices, OF percent of the receipts

was taksn 235 a so-called "migetb impoabit 'mu_ha'.! taufschlag) and deposited
o account 10019 in the Drutsche Netlewbanit Bx\"' v oup o m Jl,ﬂy‘ 9Ly, the
Lime of the seccond geaerei fall in HO prices; pemem of the recelpts

4 to this acesunt; ard since 11 July r<3 peis mt has beo:l 50 depqazwd
This ¥ipdget impostt goes in p’!T"b Lo the Huwlans oo reparations payment
znd in pard to the MK ’o» genernl govermment 1irposer and for the support
of the non-profitable VEUs (stato-owuned plants), The H) is r,:»,aec;,tp& o

eover its oxpenses fromw the remcining 37 werdand,

The first balance of +1c H) for the period i‘mn % Hoverivar 4o 31 December
Z9LE showed in a salrs turn-over of 120 million DHevast @ loss of approximately
2 willion DM. The sceond talance for the pariod from L Javiary to 23 lMay

124S was being made out in October 1949, ari it was eXpectel o shaw a

,_r:m. of from 3.5 willion to L =illion DM. il a confevence in Jepbember

15 2h9, finance director Hunmecit estimated the orobable loss for “bhe period

24 May to 30 Sept.mber #t enother 3 million i%

1. Thus apard from ‘unabhilngig
von) the excises turned ovar to the IVK, th:e 40 should have sufferad a tam],
icgs of aboud 9 millior DM during the first :n wonths of its exltsnce.

1O establishmenis. Or. 31 December 1948, 35 8 tres and 22 restaurant: were
under 110 mmnagerent. By the end of ue’ﬂf}?ﬂb(.r Who, the HO was sellinn ita
merchandise in 700 of its own pormanent esiab Ushments. Besides stoifs and
restaurants, 1% maniges lunch stands, coffec  «d pastry shops, and giweial
mp‘s for textile goods, groceries, and fruit nd vepetables. In addivion
o the aforementioied TCO permment eschablishz aits, the HO has about 49
kiosks and an unto'd number of tohacco shops add moveable booths.

The Deubsche Im«';stiﬁionsbank
inecrease its gtnre network S0
nnderway betwee: Kucighov and the anization to Luwrn over to

the HO on 1 Jaaary 1950 Hhe manag ¢ the Russizn UNIVERMAG whi-l

2p until now rns ron stores for nombers of t1: Savisy osccupation forces.

In these stor 3, fextlles; manufcctured prod iz, groceries, and lLwowry i s,
usually the .ame verchandiss as the HO is solling, are beilng sold now to
accupation yersoniel at the officlal ED pric i. At a token of friendship
between the Sovi<t Zone ani the Russisn occu ying vower, these stores and the
HO are to be amaigamated cn 1 Jarmory 1950 fr uss by bot.h Gemans an:l
ussions.

1'\
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